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RIVERSIDE YARNS LIMITED 


REPORT TO THE SHAREHOLDERS 


Riverside Yarns continued to benefit from measures taken by the Canadian Government in previous 
years to bring more stability to the domestic market. Shipments of textured yarns in 1979 increased 
over 1978 levels, although some softening in the circular knit market was evident during the second 
half of the year. Our product mix continued to diversify particularly into those segments of the 
market consuming co-mingled yarns. 


A 77,000 sq. ft. addition to our Cornwall plant was completed during the third quarter of 1979 and 
start-up of most of the new high speed texturing facilities was complete by year end. As a result of 
the addition of new Barmag texturing machines, it is anticipated that a significant portion of our 
shipments will be directed to export markets during the coming year. : 


It is becoming more and more apparent to companies operating modern texturing facilities that the 
technology involved in operation of these high speed machines requires a greater degree of 
technical and operating skills than was required with the slower speed equipment. Accordingly, your 
Company significantly strengthened its technical and production capabilities during the year in 
order to meet these new demands. 


Our labour force increased from about 250 employees at the beginning of the period to slightly over 
300 by year end. The contract signed with the Union early in 1979 was for a two year period and re- 
mains in effect until January 1981. 


With the addition of the new texturing facilities, and a significantly strengthened organization, your 
Company is in a particularly good position to take advantage of growth in the domestic and export 
marketplace during the coming year. 


On behalf of the Board of Directors 


E. LAWRENCE 
President 
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RIVERSIDE YARNS LIMITED 


(Incorporated under the laws of Ontario) 


BALANCE SHEET AS AT DECEMBER 31, 1979 


ASSETS 


Current 
Cash and short term deposits 
OO SL CLOG manne em dale ered na Benne RA il wielunan OE CK Own 
Restricted to repayment of current portion of long term debt. 


PCCOUTIS TOCEIVADIC a te trrunn le Mirek tee ric ines Ronis dade Becca 


LIABILITIES 


Current 


Accounts payable and accrued liabilities.................... 
DIVIGendSsDayaDle muti cs. te. Ven ea Baws vaieet ee ook oes 
Principal due within one year on long term debt - Note3....... 


MONG CLM COE CIINOLC iS A prc ti a emis ou ahvnteysc reid sisal GK nie ome oe kal 


SHAREHOLDERS’ EQUITY 


Capital stock - Note 4 
Authorized 


120,000 class A $.50 cumulative convertible voting shares 


without par value 

1,500,000 common shares without par value 
Issued 

120,000 class A shares 

170,000 common res} 


MelainodCalmMingS (AOliCiteacicw etude. ape ce temhanin tte dtere heonrsiota cana sae se 


Approved by the Board 


E. LAWRENCE, Director 
WM. W. LAIRD, Q.C., Director 


1979 


$ 1,520,469 
143,661 
26,948 
399,123 

~ 2,090,201 
9,004,889 
28,179 
88,529 
$11,211,798 


$ $965,113 
30,000 
3,037,800 
4,032,913 
6,667,728 


$10,700,641 


358,000 


153,157 
anh aleve 


$11,211,798 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 


1978 


$ $947,004 
400,000 
92,517 
13,112 
268,425 
1,721,058 
5,869,282 
52,778 
92,696 


$ 7,735,814 


$ $625,086 
1,972,400 
2,997,486 
4,970,200 


$ 7,567,686 


358,000 


(189,872) 


168,128 


$ 7,735,814 
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RIVERSIDE YARNS LIMITED 


STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31, 1979 


1979 


9,433,231 


6,548,522 


2,884,709 


1,669,668 
817,413 


24,599 


2,511,680 


Revenues . oe. Lbs Sa Aid 2 OR I eth ere ee $ 
Processing and administrative expenses............. one 
Income before undernoted items... 225.4 42. see eee 

Depreciatlom cause vite icc tess wie a rete ee res ae net cere ner 

interest-on long-term debt. 282-8.2525: ote See re eee eee 

Amortization of deferred financing charges.................. 

Other “interes tween 200 eee eee Oe as ee eee 
Income before income taxes and extraordinary item............. 
Income: taxes. Note Gy. spon nb hace ok OE cals eee eee 
Income before extraordinary iteM........... 0. cece ccc ees 
Extraordityary itemics NOt ore ner atc eects at eee eee 
Gt. MCOMG, cau sracc tse oi tons cee heat te in het i rae $ 
Earnings per common share - Note 4(e) 

Income before extraordinary item. .............. 02. cece ee eee $ 

Net INCOMIG.) cihoc enpcent es ele ete eee eee ar ee $ 


STATEMENT OF RETAINED EARNINGS 


Deficit at-beginningd of year... nr ence nee $ 


Net In Comes coe 5 See are er eee re 
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SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 


373,029 


144,000 


229,029 
144,000 


373,029 


99 


1.84 


189,872 
373,029 
183,157 


30,000 


153,157 


1978 


$ 7,036,002 


4,723,772 


2,312,230 


1,357,473 
606,843 
26,710 


2,403 


1,993,429 


318,801 
130,000 
188,801 
130,000 


318,801 


16 


ipsy 


508,673 
318,801 


189,872 


(189,872) 


RIVERSIDE YARNS LIMITED 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1979 


Working capital derived from 
Operations 


Income before extraordinary item. ............ 02.00. e eee ee 
Add depreciation, amortization and income taxes which do 


nouinvolve: Working Capitals stawasc cater ee ens, ae 


Transfer of restricted cash and short term deposits to current 
SSO Ser eRe s ne rae ener ie NO ihn Siete gine fae sia hiss a uaale 
Proceeds fromong ternvdebtya. c.csac.c came ceeen «unk oes 


Decrease in-otner assets, sein k ke cee es Sek ee ee ot es 


Working capital applied to 


EDIVIC CTA Seo eae oak es oe ee are tae Lee ma a2 
AGGITIONS:tO TIXEG ASSCIS. 8... mw cece ss ee emacs eee ue wine ces 
AQGiliOnS tOvtneraSsets: 4.5 e.s tee  ee e 


Reductionof long term: debt. .....3-5 ees ence ee ee ee 


Increase in working capital deficiency.......................00. 
Working capital deficiency at beginning of year.............¢... 


Working capital deficiency at end of year....................... 


1979 


$ 229,029 


1,838,267 


2,067,296 


4,861,028 
67,200 


6,995,524 


30,000 
4,805,275 
63,033 
3,163,500 
8,061,808 
1,066,284 
876,428 


$1,942,712 


SEE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS. 


1976 


188,801 


1,514,183 


1,702,984 


200,000 
3,626,000 
27,600 


5,056,584 


1,065,735 
120,296 


4,682,075 
5,868, 106 


311,522 
564,906 


$ 876,428 
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RIVERSIDE YARNS LIMITED 
NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1979 


1. Summary of accounting policies 
a) Depreciation 


The net book value of fixed assets on hand at December 31, 1976 and the cost of subsequent 
additions are depreciated on the straight line basis at 20% per year. 


= 


Deferred financing charges 
Financing charges are amortized over the term of the related debt. 
c) Investment tax credit 


The investment tax credit is recognized in the year it is claimed for tax purposes as a reduc- 
tion of the current tax provision. 


d) Leases 


Leases entered into prior to January 1, 1979 are accounted for as operating leases regardless 
of whether or not they qualify as capital leases. 


2. Fixed assets 


1979 1978 

Cott. a AECa ete ae Hel 
Machinery and equipment $13,001,280 $4,112,966 $8,888,314 $5,803,311 
Leasehold improvements 150,453 33,878 116,575 65,971 


$13,151,733 $4,146,844 $9,004,889 $5,869,282 


3. Long term debt 


Secured 1979 1978 


Term bank loans, at bank prime rate plus 1/2%, 
through to December 31, 1981 and then, prime plus 
3/4% to December 31, 1984. Each payable in sixty 
monthiy~instatmentSs27. 405... an ae ee eee $8,555,528 $5,092,600 


8% debenture, due on December 15, 1982 with 
blended monthly principal and interest payment of 


12,500 eect opm bok ean ae We ter opener er 400,000 1,000,000 
Unsecured 

BYo -AGTEGINONT. cca ene eer eeme sere ret, — 100,000 
10 1/2% redeemable subordinated debentures, due 

October: 315 1980s .2e7 et et eee ates te ere eer 750,000 750,000 

9,705,528 6,942,600 

Less amount due within one year................... 3,037,800 1,972,400 

$6,667,728 $4,970,200 


a) The term bank loans and the 8% debenture are secured by the Company’s fixed assets and 
by a floating charge on the Company’s undertaking and its other property and assets, both 
present and future, subject to the right of the Company to deal with its property and assets 
in the ordinary course of business. 
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b) The holders of the 10 1/2% subordinated debentures are entitled to require prepayment of 
$500 principal for each 250 share purchase warrants exercised (see Note 4 (c)). 


c) The long term debt is repayable as follows: 


SS Oe eat apne re See neers aaa ee ee $3,037,800 
SG Aarrrevenennet terse ae ech cit ye easement 2,297,800 
MSO 2 Sete cure crane store SOF alee eA 2,029,200 
NOSSO Bee a eres. wets ex tee E 1,096,500 
Nhe hot Roath oti atc aden tere ere Oe Soria Aa aan a Mare EE 1,244,228 

$9,705,528 


. Capital stock 


a) According to the terms of the secured debentures the Company may not, without prior written 
approval: 


i) Declare or pay any dividends on or make any distribution in respect of its common shares. 


ii) Make any change in its authorized or issued capital stock except in the manner outlined in 
b and c below. 


b) The class A shares are convertible into common shares on the basis of one common share for 
each two class A shares converted. 


c) Share purchase warrants issued with the 10 1/2% redeemable subordinated debentures enti- 
tle the holders thereof to purchase in the aggregate 187,500 common shares at a price of $2.00 
per common share up to October 31, 1980. 


d) After payment of the dividend accrued at December 31,1979, dividends on class A shares are 
in arrears in the amount of $3.50 per share totalling $420,000. 


e) Fully diluted earnings per common share would be $.55 before extraordinary item and $.89 
after extraordinary item. 


. Extraordinary item 


The extraordinary item of $144,000 (1978 - $130,000) results from the income tax reduction rea- 
lized by claiming capital cost allowance in excess of depreciation recorded in the accounts. 


. Income tax 


The Company has available an excess of undepreciated capital cost over net book value of fixed 
assets less other items deferred in the accounts but already claimed for tax purposes of approx- 
imately $365,000 (1978 - $690,000). The tax effect has not been recorded in the accounts. 


. DuPont agreement 


The Company has entered into an agreement with DuPont Canada Inc. which commits the Com- 
pany’s processing facilities exclusively to DuPont until mid 1982, with options by DuPont to ex- 
tend the agreement. DuPont may terminate the agreement under certain specified cir- 
cumstances. The Company has no right of termination. 


The Company has agreed to use a specific portion of the cdsh received under this agreement for 
repayment of fixed asset financing. 


. Commitments 


The Company rents its land and buildings under a thirty year lease effective September 1, 1975 at 
an annual rent of approximately $1,100,000, of which approximately $540,000 pertains to the 1979 
expansion of the premises. The rent may be adjusted depending on any changes in the lessor’s 
financing arrangements. A director of the Company is the beneficial owner of 32.1% of the lessor 
company’s outstanding equity shares. 


This lease qualifies as a capital lease. If the Company accounted for this lease as a capital lease 
rather than an operating lease the following changes in the financial statements would occur. 


i) Assets under capital lease would be shown on the balance sheet in the amount of $7,499,000 
(1978 - $4,199,000) less accumulated amortization of $533,387 (1978 - $379,439). 
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ii) Obligations under capital lease in the amount of $7,442,754 (1978 - $4,162,201) would be in- 
cluded in liabilities. 


iii) Although capitalization of the lease would result in an increased charge to operations of ap- 
proximately $133,000 (1978 - $127,000), as a result of the agreement petoien to in Note 7, net 
income for the year would not be affected. 


9. Remuneration of directors and officers 


Remuneration of directors and senior officers amounted to $214,099 (1978 - $186,299). 


AUDITORS’ REPORT 


The Shareholders 
Riverside Yarns Limited 


We have examined the balance sheet of Riverside Yarns Limited as at December 31, 1979 and the 
statements of income, retained earnings and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted auditing standards, and accor- 
dingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the company as at 
December 31, 1979 and the results of its operations and the changes in its financial position for the 


year then ended in accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Cornwall, Ontario 


TOUCHE ROSS & CO. 
February 28, 1980 


Chartered Accountants 
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